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The  Honorable  George  M.  Leader 
Governor,  Commonwealth  of  Pennsylvania 
Capitol  Building 
Harrisburg,  Pennsylvania 

Dear  Governor  Leader: 

On  behalf  of  the  Tax  Policy  Advisory  Committee, 
appointed  by  you  on  July  20,  1956,  we  are  happy  to  transmit 
the  attached  report,  unanimously  adopted  by  our  membership. 
We  express  the  thanks  of  the  Committee  members  for  your 
confidence  in  us,  and  we  sincerely  hope  that  the  report  will 
be  of  service  to  you  in  meeting  your  heavy  responsibilities 
to  the  people  of  this  State. 


Sincerely, 


Thomas  Kennedy 


Willard  F.  Rockwell,  Jr. 


Co-Chairmen 
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REPORT  OF  THE  TAX  POLICY  ADVISORY  COMMITTEE 

for  t b.  e 

COMMONWEALTH  OF  PENNSYLVANIA 

The  Committee  wholeheartedly  believes  that  it  would  be  beneficial  to 
the  people  of  Pennsylvania  if  the  recurring  issue  of  taxes  and  State  finance 
were  withdrawn  from  the  atmosphere  of  political  contention  which  has  to  this 
point  prevented  a general  acceptance  of  a tax  program  adequate  for  the  State's 
needs.  The  responsibility  of  supporting  the  governmental  structure  of 
Pennsylvania  does  not  lie  in  any  political  party  or  in  any  State  administration. 

It  is  the  responsibility  of  ai)  elected  officers,  and  more  than  that,  the  respon- 
sibility of  the  people  of  the  State  themselves. 

The  recurrent  disputes  as  to  tax  policy,  within  the  parties  and  between 
them,  have  been  destructive  to  orderly  government  in  Pennsylvania,  in  that 
they  have  delayed  the  adoption  of  budgets,  created  an  area  of  doubt  which  has 
been  harmful  to  the  State's  economy,  and  brought  revenue  losses  to  the  State 
which  it  could  ill  afford  through  the  delays,  inadequacies,  and  compromises 
that  have  marked  the  programs  finally  agreed  upon. 

The  Committee  the refcre  cliee rfuliy accepted  Governor  Leader's 
suggestion  that  it  was  time  to  end  political  warfare  over  taxes,  and  that  men 
of  good  will  from  each  party  and  from  every  interest  could  shape  a tax  program 
as  equitable  as  circumstances  permit  the  State  to  employ. 

We  fully  agree  with  the  Governor's  statement  that  such  a program 
should:  "support  the  services  to  which  the  State  is  committed,  be  fair  in  its 
application  to  the  people  of  the  State,  contain  a basic  measure  of  adjustment 
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to  the  inflationary  economy  in  which  we  live,  and  be  stimulating  to  economic 
development  of  Pennsylvania.  " 

For  the  Next  Four  Years 

It  became  apparent  early  in  the  Committee''s  discussions  that  its  first 
and  most  pressing  task  was  the  consideration  of  the  State's  General  Fund  fiscal 
needs  in  the  period  immediately  before  us.  It  would  be  idle  to  develop  a tax 
program  for  the  distant  future,  necessarily  dependent  upon  constitutional  changes 
or  sweeping  realignments  in  the  responsibilities  of  government,  while  the  State 
incurred  deficits  either  in  money  or  in  essential  public  services  in  the  1957-59 
and  1959-61  biennia. 

The  Committee  therefore  has  concerned  itself  primarily  with  the  next 
two  biennia  --  our  immediate  problem. 

The  budget  for  19  57-59  was  not  available  during  the  period  of  the 
Committee's  consideration,  inasmuch  as  the  departmental  budgets  were  still  in 
the  process  of  submission  and  review.  The  Committee  does  not  assume  that  it 
has  greater  wisdom  than  the  Governor  or  the  Legislature  in  judging  the  necessity 
and  extent  of  the  Commonwealth's  expenditures. 

Consequently,  for  its  purposes,  the  Committee  assumed  a minimum 
State  budget  for  the  195^-59  biennium,  equivalent  to  the  1955-57  budget  plus  the 
increased  expenditures  mandated  by  existing  law.  (See  Appendix,  Table  IV.  ) 

The  tax  recommendations  of  the  Committee  are  broad  enough,  we  believe, 
to  provide  funds  for  additions  to  the  budget  made  necessary  by  a reasonable  recog 
nition  of  the  State’s  humanitarian  duties  and  by  the  extent  of  inflationary  pressure 
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against  the  cost  of  operations  in  the  State  government  itself  and  the  many 
institutions  which  share  in  State  support. 

The  Need  for  1957-59 

The  Committee's  working  estimates  of  the  State's  General  Fund  expendi- 
tures and  receipts  for  the  1955-575  1957-595  and  1959-61  biennia  are  contained 
in  Tables  I through  IV  of  the  Appendix.  The  Tables  reflect  the  fact  that  the 
Manufacturers’  Exemption  from  the  Capital  Stock  Tax  will  go  into  effect  on 
January  1,  1958,  and  that  the  sales  tax  will  drop  in  rate  from  three  to  two  per- 
cent on  June  1,  1957.  Otherwise,  all  existing  State  taxes  payable  to  the  General 
Fund  are  assumed  to  be  continued  at  the  existing  rate. 

The  deficit  incurred  from  the  State’s  1955-57  operations  is  estimated  at 
$79,  000,  000.  The  Committee  is  hopeful  that  the  deficit  may  prove  somewhat 
smaller  in  actual  experience,  depending  of  course  on  the  volume  of  unspent 
appropriations  which  may  be  lapsed  at  the  end  of  the  biennium. 

On  this  basis,  the  Committee  projects  a minimum  need  for  additional 
revenue  in  1957-59  of  $240,  000,  000. 

The  Revenue  Structure  for  the  Next  Biennium 

The  Committee  accepts  the  necessity  of  continuing  the  sales  tax  at  a 
rate  of  three  percent.  It  compared  the  impact  of  the  sales  tax  very  carefully 
with  that  of  a personal  net  income  tax,  since  a graduated  income  tax  is  not  now 
legally  permissible,  and  found  that  the  sales  tax  is  less  burdensome  to  the  great 
majority  of  Pennsylvania  families.  This  vital  point  will  be  developed  more  fully 
at  a subsequent  place  in  this  report. 
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The  retention  of  the  sales  tax  at  three  percent,  instead  of  permitting  it 
to  drop  to  two  percent,  should  gain  for  the  State  $149,  000,  000  during  the  next 
biennium.  The  projected  income  from  the  sales  tax  is  somewhat  higher  than 
the  current  rate  of  collection,  but  the  Committee  believes  that  continued  ex- 
perience with  the  tax  will  raise  the  yield  to  at  least  the  figure  stated.  In  Ohio; 
where  the  sales  tax  has  been  in  effect  for  two  decades,  the  collection  experience 
shows  still  greater  yields. 

The  Committee  does  not  assume  an  immediate  climb  to  Ohio's  rate  of 
collection  because  it  realizes  fully  the  gigantic  task  involved  in  developing  an 
effective  collection  system  for  a tax  with  so  wide  a base.  The  tax  must  be 
given  adequate  time  to  prove  itself  as  a revenue  producer.  A low  rate  of  yield 
in  the  first  years  of  its  application  should  not  be  used  as  a criterion  for  assaiolt 
on  either  the  tax  itself  or  its  administration. 

The  Committee  believes  that  the  administration  of  the  sales  tax  can  be 
greatly  improved  if  the  law  provides  for  a conventional  general  sales  tax  with 
specific  exemptions  instead  of  the  present  sales  tax  in  which  the  taxable  com- 
modities are  specified  under  17  categories. 

To  add  further  to  the  State's  revenues,  the  Committee  recommends: 

1.  That  the  one  cent  per  package  tax  on  cigarettes,  enacted 
at  the  1955  session  as  an  emergency  tax  for  flood  and 
disaster  relief,  be  made  permanent  and  its  proceeds  trans- 
ferred to  the  General  Fund.  The  estimated  yield  for  the 
biennium  is  $22,  000,  000. 

2.  That  the  State  impose  an  excise  tax  on  soft  drinks  at  the 
rate  of  one  cent  on  twelve  ounces  of  bottled  drinks  and 
one-half  cent  per  ounce  of  syrup  or  fractions  thereof. 

The  estimated  yield  for  the  biennium  is  $35,  000,  000. 

In  the  Committee's  belief,  taxes  of  this  character  should  be  utilized  to 


the  fullest  reasonable  extent. 
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Finally,  the  Committee  recommends  as  the  source  of  the  additional 
funds  needed  by  the  Commonwealth  the  extension  of  the  sales  tax  in  Pennsylvania 
by  the  elimination  of  exemptions  for  some  articles  normally  taxable  in  the  sales 
tax  systems  of  other  states,  as  hereinafter  proposed.  (See  Table  IX). 

We  recommend  the  removal  of  the  present  exemption  from  the  sales  tax 
of  alcoholic  beverages  bought  and  consumed  on  premises,  which  would  yield 
$16,  000,  000  in  additional  revenue  in  the  biennium,  and  the  removal  of  the  present 
exemption  of  the  value  of  trade-in  allowances,  which  would  add  $28,  000,  000  in 
revenue . 

At  this  point,  the  Committee’s  tax  recommendations,  if  adopted  promptly 
so  that  a full  24-month  collection  could  be  had  in  the  next  biennium,  would  give 
the  Commonwealth  additional  revenues  of  $250,  000,  000.  This  amount  is  suffi- 
cient to  balance  a budget  based  on  the  1955-57  appropriations,  plus  increases 
mandated  for  1957-59,  plus  the  accumulated  deficit  of  $79,  000,  000.  A surplus 
of  about  $10,  000,  000  would  be  produced.  (See  Table  I in  Appendix.  ) 

For  such  additional  revenue  as  the  State  may  require,  a very  considerable 
tax  resource  can  be  found  in  the  removal  of  clothing  from  the  list  of  exemptions 
in  the  existing  sales  tax.  At  the  three  percent  rate,  the  yield  would  be  $70,  000,  000 
a biennium  using  conservative  estimates.  Pennsylvania  is  the  only  one  of  the  32 
states  levying  a sales  tax  which  does  not  include  clothing  among  the  taxable  articles 
although  Florida  permits  a partial  exemption.  The  city  sales  tax  in  New  York 
also  taxes  clothing. 

The  Impact  of  the  Sales  Tax 

The  Committee  recognizes  the  sincerity  of  purpose  of  those  who  have 
opposed  sales  taxes  on  the  premise  that,  as  a tax  on  consumption,  they  fall  most 
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heavily  on  families  in  the  lower  ard  middie  income  groups.  The  Committee 
itself  has  no  desire  to  urge  the  adoption  of  regressive  taxes  Consequen*^^]y. 
before  the  Committee  was  ready  to  accept  the  sales  tax  and  extend  its  coverage, 
its  members  were  mos’  carefiil  satisfy  themselves  that  it  is  a better  ^ax 
for  more  Pennsylvanians  tt>ar!  a Sta^e  income  tax  in  such  form  as  mee'f  s the 
requirements  of  the  Constitution  and  is  possible  of  enactment. 

A graduated  income  tax,  as  is  well  known,  violates  the  'uniformity  clause 
of  the  Pennsvlvania  Constitution.  The  Committee  did  not  consider,  because  of 
its  obviously  regressive  nature,  a fiat  tax  on  gross  mcome  with  no  exemptions 
or  deductions  such  as  the  Constitution  seems  to  require  when  most  strictly  con- 
strued. The  Committee  chose,  instead,  to  ccriSider  a personal  net  income  tax 
which,  because  of  the  analogy  to  the  corporate  net  income  tax,  has  been  con- 
sidered by  some  lawyers  to  be  w'lthin  the  scope  of  the  Constitution, 

Because  such  a personal  net  income  tax  would  include  the  benefit  of 
dependency  and  other  deducticns  permitted  by  Federal  law,  the  Committee 
regarded  it  as  plainly  preferable  to  a flat  income  tax  with  no  exemptions.  The 
personal  net  income  tax,  as  considered  by  the  Committee,  would  be  a tax  levied 
at  a flat  rate  by  the  State  aga3.ns’:  the  net  income  of  individuals  as  ruled  taxable 
under  the  Federal  income  tax  laws  and  regulations. 

The  Committee's  objective  was  to  test  such  a tax  against  the  sales  tax 
as  to  impact. 

By  coincidence,  the  yield  from  each  percent  of  taxes  levied  on  the  per- 
sonal net  income  of  Fennsylvanians  is  roughly  equivalent  to  a percent  of  the 
existing  sales  tax  with,  coverage  extended  to  drinks  on  premises  and  trade-ins. 
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From  the  standpoint  of  revenue  to  the  Commonwealth,  there  is  little  to  choose 
between  the  taxes. 

The  choice  develops  in  the  comparison  of  impact. 

Statistics  as  to  the  income  tax  payments  of  Pennsylvanians,  and  the 
income  groups  into  vhich  our  people  fall  are  as  accurate  as  the  Internal 
Revenue  Service  itself  and  the  taxpayers  who  file  returns.  Unfortunately, 
information  on  the  spending  pattern  of  families  is  not  so  readily  available. 

The  Committee  has  used  the  best  sources  that  exist,  the  detailed  reports  on 
family  spending  as  contained  in  "A  Study  of  Consumer  Expenditures,  Income 
and  Savings"  prepared  by  the  United  States  Department  of  Labor,  and  pub- 
lished by  the  Wharton  School  of  Finance  of  the  University  of  Pennsylvania. 
Personal  income  information  is  based  on  the  statistics  of  Individual  Income 
Tax  Returns,  as  compiled  by  United  States  Treasury  Department,  Internal 
Revenue  Service. 

Table  V through  XI  of  the  Appendix  contain  various  data  and  working 
papers  used  by  the  Committee  in  arriving  at  its  conclusions  as  to  the  relative 
impact  of  the  sales  tax  and  the  personal  net  income  tax. 

For  an  illustration,  the  Committee  cites  a family  of  four  with  a gross 
income  of  $4,  500.  If  this  family  follows  the  spending  pattern  normal  to  people 
in  northern  states,  it  will  spend  annually  $913.  50  on  items  subject  to  the 
present  Pennsylvania  sales  tax.  At  three  percent,  that  family's  annual  tax 
payment  would  be  $27.  40. 

The  same  family  would  have  a net  taxable  income  of  $1,  650.  This  is 
arrived  at  by  allowing  $2,  400  for  exemptions  and  the  customary  10  percent 
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deduction  allowed  under  the  law„  Therefore,  the  family  would  be  subject  under 


a State  personal  net  income  tax  of  three  percent  to  an  annual  tax  of  $49.  50 

The  advantage  for  this  typical  family  is  obviously  with  the  sales  tax. 

The  advantage  still  holds  if  clothing  is  included  in  the  coverage  of  the  sales  tax. 
Again  using  the  normal  spending  pattern,  the  amount  spent  subject  to  the  sales 
tax  would  rise  to  $1,  215,  or  a tax  payment  of  $36.  45. 

The  Committee  makes  no  claim  that  the  sales  tax  is  the  ideal  tax.  It  is 
unfortunately  true  that  the  generally  favorable  comparison  of  impact  does  not 
hold  in  the  very  lowest  income  groups  who  are  virtually  exempt  from  the  Federal 
income  tax,  and  consequently  would  be  practically  exempt  from  a State  tax  on 
personal  net  income.  It  is  fortunately  true,  however,  that  the  percentage  of 
families  with  annual  incomes  of  less  than  $2,  000  is  progressively  declining  in 
our  society. 

It  is  likewise  true  that  the  sales  tax  does  not  have  an  ideally  progressive 
character  in  that  the  percentage  of  tax  paid  does  not  rise  constantly  with  income. 

But  granting  these  deficiencies  from  tax  theory,  the  sales  tax  plainly 
yields  an  income  to  the  Commonwealth  equal  to  the  personal  net  income  tax 
and  does  it  with  a lesser  burden  to  the  great  majority  of  families  resident  in 
the  State.  The  Committee  does  nor.  believe  that  anyone  will  argue  seriously 
that  the  great  mass  of  taxpaying  families  will  wish  to  pay  more  in  taxes  them- 
selves just  to  make  sure  that  someone  in  a higher  income  bracket  will  have  to 
pay  more  taxes  too. 

The  apparent  paradox  which  shows  the  sales  tax  yielding  an  equivalent 
return,  with  lesser  payments  by  individual  families  almost  throughout  the 
income  scale,  is  easily  explained. 
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Any  type  of  personal  income  tax  would  be  payable  primarily  by  residents 


of  Pennsylvania  as  individuals,, 

A considerable  portion  of  the  sales  tax  is  necessarily  paid  by  businesses, 
as  they  buy  the  great  range  of  taxable  articles  which  they  use  in  their  operations. 
When  a company  buys  typewriters  for  its  offices  or  trucks  for  its  deliveries,  it 
pays  sales  taxes  on  them,  Tnese  payments  "dilute"  the  individual  or  broad  base 
character  of  the  sales  tax  m a manner  that  is  not  applicable  in  any  type  of  personal 
income  tax.  To  a lesser  extent,  this  is  also  true  of  purchases  made  in  the  State 
by  nonresidents. 

The  State's  Business  Tax  Structure 

We  have  just  noted  that  the  sales  tax  is,  in  part,  a tax  on  business.  The 
Committee  does  not  believe  it  works  a major  hardship  in  its  business  impact, 
or  is  in  that  respect,  detrimental  to  the  economy  of  the  State, 

Butfhe  Committee  believes  that  there  is  much  to  question  in  the  economic 
effect  of  Pennsylvania's  traditional  tax  structure,  which  has  been  built  over 
many  years  and  which  is  certainly  not  the  responsibility  of  any  single  political 
party  or  administration.  There  are  many  disquieting  statistics  (as  shown  in 
Table  XII  of  the  Appendix)  as  to  Pennsylvania's  failure  to  increase  in  population 
in  ratio  to  the  nation  as  a whole,  to  the  State’s  failure  to  attain  incomes  for  its 
citizens  equivalent  to  those  of  neighboring  states,  to  a slower  rate  of  economic 
growth  within  our  boundaries  in  contrast  to  the  virtual  explosion  of  new  pro- 
ductive capacity  in  other  states. 

The  Governor  and  the  Legislature  have  wisely  realized  the  importance 
of  stimulating  our  economy  and  our  capacity  to  create  new  employment 
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opportunities  by  organizing  an  industrial  development  program  which  has  great 


promise.  Most  Pennsylvania  communities  have  local  citizen  groups  working 
to  attract  new  industries,  frequently  with  the  subscription  of  painfully  raised 
local  contributions. 

The  Committee  believes  that  the  adjustment  of  Pennsylvania  s tax 
structure  is  the  most  important  step  we  can  take  toward  real  success  in 
attracting  the  State's  proper  share  of  the  nation's  economic  potential.  It  is 
evident  that  on  a tax  basis  a.lone,  Pennsylvania  is  not  competitive  with  its 
neighboring  states  as  a location  for  manufacturmg  industry.  The  Committee 
believes  it  should  take  successive  steps  to  make  itself  competitive. 

While  it  IS  true  that  local  taxes  in  Pennsylvania  are  generally  lower 
than  in  other  states,  due  largely  to  the  high  degree  of  State  support  for  education 
and  public  assistance  granted  by  our  Commonwealth,  this  advantage  in  local 
taxation  does  not  compensate  for  the  high  level  of  State  taxation  in  Pennsylvania. 
The  recent  study  made  for  the  Regional  Industrial  Development  Corporation  of 
Pittsburgh  by  the  Pennsylvania  Economy  League,  Western  Division,  shows  this 
very  clearly. 

It  is  true,  admittedly,  that  State  and  local  taxes  are  only  one  factor  in 
industrial  location  but  the  experience  of  many  competent  organizations  working 
hard  to  bring  industrial  developers  into  Pennsylvania  indicates  that  a high 
State  tax  level  is  a very  difficult  initial  barrier.  Since  it  is  a man  made  barrier, 
it  can  be  removed  by  a sensible  well-planned  program  supported  by  legislation. 

The  Committee  does  not  advocate  tax  relief  for  "business"  as  such. 
Corporations  must  bear  their  fair  share  of  the  burden  of  public  services,  which 

are  frequently  essential  to  their  own  successful  operation.  The  Committee  does 
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believe  that  Pennsylvania  should  consider  most  carefully  the  economic  effect 
on  its  growth  of  a tax  pattern  which  puts  it  at  a disadvantage  with  other  states 
as  an  industrial  location. 

The  Committee  further  believes  that  there  is  a plain  economic  distinction 
between  the  manufacturing  industries,  which  substantially  provide  the  basis  for 
the  State's  economy,  and  the  service  industries  which  are  an  outgrowth  of  the 
population  supported  on  the  manufacturing  base.  As  a general  rule,  manufacturing 
industries  have  their  choice  of  locations  when  they  manufacture  for  a national  or 
even  a regional  market.  Service  industries  have  no  choice  but  to  locate  where 
demand  and  potential  profit  exist. 

Therefore,  the  Committee  is  gratified  by  the  evident  intention  of  the 
Governor  and  the  legislative  leaders  at  the  1955  session  to  permit  the  Manu- 
facturers' Exemption  from  the  Capital  Stock  Tax  to  take  effect  on  January  I,  1958, 
as  provided  by  Act  395  of  that  session.  It  will  be  a very  important  tax  adjust- 
ment in  itself,  but  will  have  even  greater  importance  as  a recognition  that 
Pennsylvania's  governmental  leadership  now  recognizes  the  necessity  of  develop- 
ing a tax  pattern  competitive  with  that  of  other  states  insofar  as  attracting 
manufacturing  industry  into  Pennsylvania. 

Another  Step  Forward 

This  trend  can  be  carried  forward  another  step  without  serious  fiscal 
hardship  to  the  State  cy  the  repeal  of  two  existing  business  taxes  that  yield 
relatively  little  revenue  but  do  much  economic  harm.  These  are  the  Excise 
Tax  on  Foreign  and  Domestic  Corporations  and  the  Corporate  Loans  Tax. 
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The  Excise  Tax  is  actually  a penalty  payment  exacted  when  a Pennsylvania 


based  corporation  expands  or  a corporation  from  outside  the  State  comes  into 
our  borders  to  invest  funds  and  do  business.  From  the  viewpoint  of  stimulating 
industrial  growth,  it  is  as  wrong  as  a tax  can  be.  The  yield  is  comparatively 
small  --  $5,  000,  000  a biennium  --  and  the  Committee  believes  it  can  be  repealed 
within  the  framework  of  the  revenue  system  we  have  recommended,  It  should  be 
noted  that  the  Governor  urged  such  repeal  at  the  1955  session. 

The  Corporate  Loans  Tax  is  another  business  nuisance  tax  with  a yield  of 
only  $3,  000,  000  a biennium.  The  Committee  again  notes  that  the  Governor 
urged  its  repeal  in  1955,  and  we  believe  that  it  should  be  eliminated  from  the 
revenue  structure  in  1957. 

It  is  the  Committee's  opinion  that  revisions  in  the  tax  structure  of  the 
State  are  necessary  to  protect  the  economic  opportunities  of  its  people;  we 
recommend  for  consideration  that  revisions  in  the  Corporate  Net  Income  Tax 
be  progressively  achieved  in  successive  legislatures  with  the  benefit  of  tax 
adjustment  being  consciously  weighted  for  the  manufacturing  industries  until 
we  achieve  tax  parity  with  our  competitive  states. 

Two  Years  After 

The  Committee  believes  that  its  tax  recommendations,  if  adopted,  will 
see  the  Commonwealth  safely  through  the  1957-59  biennium  unless  the  appro- 
priations are  far  beyond  what  presently  appears  to  be  a reasonable  estimate. 

The  deficit  of  $79,  000,  000  will  be  paid  off,  and  the  Commonwealth  could  hope 
for  the  first  time  in  many  years  to  end  the  biennium  with  a surplus. 
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The  1959-61  biennium  will  reflect  still  higher  costs,  including  an  additional 
$130,  000,  000  in  obligations  already  mandated  mostly  for  school  subsidies.  This 
increase  will  be  offset  by  the  elimination  of  the  deficit  and  by  the  application  of 
possible  surplus. 

The  Committee  believes  that  a continuation  of  the  present  national  economy 
into  those  years,  projecting  its  current  rate  of  expansion,  will  increase  the  yield 
from  existing  taxes  in  sufficient  amount  to  balance  the  Commonwealth's  budget 
in  1959-61.  We  estimate  a three  and  one-half  percent  over-all  gain  in  tax  yields, 
as  projected  by  the  staff  of  the  Joint  Economic  Committee  of  the  United  States 
Congress. 

Marked  inflation  would  increase  both  costs  and  tax  yields  and  the  Com- 
mittee frankly  cannot  now  judge  v/hich  would  move  ahead  the  faster.  The 
Committee  believes  that  the  tax  program  which  it  recommends  does  have  con- 
siderable built-in  adaptability  to  inflation,  except  an  inflation  which  is  so 
disastrous  as  to  lower  the  living  standards  of  a majority  of  the  people. 

No  tax  structure  is  proof  against  irresponsible  future  commitments. 
Legislative  pledges  of  huge  and  disproportionate  State  disbursements  to  the 
school  districts  or  to  other  recipients  of  State  assistance  would,  of  course, 
disrupt  any  program  of  fiscal  planning. 

The  Long-Range  Aspects 

The  Committee  believes  that  it  has  recommended  a practical  program, 
not  an  ideal  one,  and  a short  term  solution  which  cannot  be  guaranteed  to  meet 
all  the  State's  possible  needs  for  generations  to  come. 
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Accordingly,  the  Committee  urges  that  both  the  Governor  and  the 


Legislature,  in  their  separate  capacities  or  jointly,  continue  to  seek  a fulJer 
understanding  of  many  long-range  aspects  of  State  finance 

The  Committee  believes  that  a number  of  agencies  within  the  State 
government  itself  have  much  to  offer  in  research  skills,  but  also  calls  attention 
to  the  usefulness  of  private  agencies  and  universities  as  instruments  in  develop- 
ing the  data  upon  which  conclusions  may  properly  be  reachedc 

We  are  confident  that  the  Commonwealth  will  always  be  able  to  secure 
the  services  of  citizens  with  broadly  representative  experience  to  assist  its 
officials  in  the  formulation  of  policy  on  matters  of  vital  public  interesto 

A Final  Expression 

The  Committee  has  worked  arduously  to  reconcile  conflicting  views  and 
to  reach  conclusions  acceptable  to  its  membership  which  is  so  broadly  repre- 
sentive  of  many  forces,  sometimes  in  opposition,  that  are  vital  to  our 
Commonwealth.  It  is  entirely  probable  that  no  single  member  of  the  Committee 
would  have  drafted  a report  and  made  recommendations  identical  to  those 
herein  contained. 

The  Committee  recognizes  that  the  relatively  high  rate  of  Federal 
taxation,  necessary  to  protect  the  security  of  America,  makes  all  taxes  more 
burdensome  and  difficult  to  impose  at  the  State  and  local  level. 

We  must  all  accept  the  citizen's  responsibility  to  support  his  govern- 
ment in  doing  the  things  that  are  necessary  to  keep  our  society  in  balance  and 
to  keep  our  community  progress  in  harmony  with  the  breathless  pace  of  America's 
private  economy. 
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The  Committee  believes  that  those  who  irresponsibly  will  say  that  the 


State's  finances  can  be  solved  solely  by  "economy"  or  by  "elimination  of  un- 
necessary employees"  are  blind  to  the  fact  that  two-thirds  of  the  Commonwealth's 
General  Fund  revenues  are  presently  being  distributed  to  its  public  schools,  its 
universities  and  teachers'  colleges,  and  its  hospitals  and  institutions. 

The  pressure  for  these  services,  as  the  population  and  our  living  standards 
rise,  will  be  increased,  not  lessened.  The  Commonwealth  must  be  prepared  to 
guide  and  assist  in  Pennsylvania's  good  future,  and  it  cannot  meet  its  responsi- 
bilities unless  its  people  are  willing  to  pay  a reasonable  amount  for  the  services 
rendered. 


-15- 


■ -V,  .111’'  / '■  -i&n  ,■ 

>•  • ■ t.'.j :-; I '■'i' ' 


' ■■  .'V  '■  ’ -i 


,V!  :5Vi  •■)'■*  yd'^folo^: 


'a  ! 


L r I 


■ r.t  ' "w-'i 

. ■■  ,'■  ,v  V':'' 'ftv/',  i'^ 

f ■ ' Um'I.''.,;*  ..VM' 

li  !^'  •’■(ii '■/’;*.* 


LIST  OF  TABLES 


I,  Sximmary  of  General  Fund  Estimates  1955-57,  1957-59  and  1959-61  Biennia 

II.  General  Fund  Appropriation  Estimates  1955-57,  1957-59  and  1959-61  Biennia 

III.  General  Fund  Revenue  Estimates  1955-57,  1957-59  and  1959-61  Biennia 

IV.  Estimated  Manadatory  Increases  in  Appropriations  1957-59  and  1959-61  Biennia 

V-A.  Tax  Liability  at  Various  Rates  and  Bases  - Sales  and  Income  Taxes  by 
Income  Groups  (Northern  Cities  and  Suburbs) 

V.  Recapitulation  of  Percent  of  Income  Spent  for  Taxable  Items  under  Present 

Sales  Tax,  Sales  Tax  with  Clothing  and  Percent  of  Income  Which  Would  Be 
Taxable  under  an  Income  Tax,  Together  with  Actual  Tax  Bill  Paid  at  3%  by 
Various  Income  Groups  in  Large  Cities  in  Pennsylvania  and  in  Northern 
Cities  and  Suburbs 

VI.  Relationship  between  Income  before  Taxes  Plus  Other  Money  Receipts  and 

Taxable  Purchases  under  the  Present  Sales  Tax  Laws  Contrasted  with  the 
Same  Relationship  When  Clothing  Is  Included  for  Different  Income  Groups 

VII,  Relationship  between  Money  Income  before  Taxes  Plus  Other  Money  Receipts 
and  Taxable  Income  Based  on  Exemptions  and  Deductions  Allowed  for 
Federal  Income  Tax  Purposes 
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TABLE  I 


SUHMftRY  OF  GENERAL  FUND  ESTIMATES 

1955-57.  1957-59  AND  1959-61  BIENNIA 

(In  Millions) 


A.  AS  PER  PRESENT  TAX  STRUCTURE 


1799-61 

Deficit  from  prior  Biennium 

$ 

58 

$ 75 

$ - 

Basic  Appropriations  (See  Table  11) 

1 

ijd2l 

Total  Requirements 

1 

,323 

1,504 

1,555 

Estimated  Revenues  (See  Table  hi) 

1 

,244 

■»72I 

Biennial  Deficit 

$ 

..2? 

48 

34 

Manufacturers'  Exeiuptoon 

Biennial  Deficit 

91 

90 

Reduction  of  Sales  Tax  by 

147 

_lil 

TOTAL  BIENNIAL  DEFICIT 

$ 240 

$ 243 

B.  AS  PER  COMMITTEE 'S  REC(MENDATIONS 


!,  Estimated  revenues  (as  per  Line  4 above) 
2o  less  Manufacturers'  Exemptions 

Sub-Total 


257.-31 

1959-61 

$1,456 

$1,521 

43 

56 

1,413 

1,465 

3o  Add  CtGARETTE  Tax 

4,  Add  Soft  drinks  Tax 

5.  add  liquor  Consumed  cn  premises  to  Sales  Tax 
6o  Add  Trade-in  Allowances  to  Sales  Tax 


22 

22 

35 

37 

16 

16 

28 

29 

7o  Total  Revenues 

8.  Appropriation  Requirements  (as  per  Line  3 above) 


1 ,5i4  1,569 


9o  Balance 


10 


|4 


JO.  Less  corporate  Excise  & Loans  Taxes 


1 1 . Sub-Total 


6 


i2o  Ado  Clotwing  to  Sales  Tax 


22 

$ 22 


_22 

$ 21 


13  TOTAL 


TABLE  II 


GENERAL  FIND  APPROPRIATION  ESTIMATES 

1937-39  AND  l959-6l  BIENNIA 

(In  Mjllions) 


Expenditure  purpose 

8 955'- 57 

0957-59 

0959-61 

lENERAL  QOVERNMEMT  OPERAT80NS 

iNSTITUnrOONS  AND  MENTAL  HEAi,TH 

$220 o8 

$22§o8 

$220.8 

OTHER 

D54o8 

0 54.8 

TOTAL  = GENo  GOVT„  OPERATIONS 

$ 37^o6 

$ 376.6 

$ 376.6 

DONSTRUOTOON  AND  LAND  PURCHASE 

il0o2 

10.2 

OOo2 

)E0T  SERVBCE  AND  AUTOOROTY  RENTALS 

95.6 

100.9 

oo6o6 

PUBLIC  ASSO STANCE 

029o6 

0 29.6 

0 29.6 

SlBSODIES 

PUBLOC  SCHOOL  SUBSODOES 

539o6  ^ 

689.3  ^ 

b/ 

808.11 

OTHER  Governmental  Subsidjes 

TOTAL  GOVERNIoENTAL  SUBSIDIES 

559o3 

7«4„3 

838.4 

SUBSIDOES  TO  PROVATE  INSTITUTIONS 

93o6 

93.6 

93.6 

TOTAL  SUBSIDIES 

652.9 

807.9 

932.0 

TOTAL  EXPENDITURES 

$1,02640  9 

$01,425.2 

$0  j,555oO 

^ Does  not  include  $38  mclloon  for  teachers'  salary  increases  which  were  lapsed, 

8/  Assumes  that  8 957  legoslature  wo  ill  provide  increased  subs i does  to  reomburse  for  the  adootional  salaroes 
MANDATED  8N  0955, 


T/SBLE  III 


GENERAL  FUND  REVENUE  ESTIMATES 
>955-57.  1957-59  AND  l959-6i  BIENNIA 

(In  Millions) 


1935-57 


OFFICIAL 

Budget 

Current 

>957-59 

1959-61 

Revenue  Source 

Estimate 

Estimate 

Estimate 

Estimate 

Taxes 

General  Corporation  Taxes  - Total 

$ 463,3 

0 

0 

GO 

$ 455,0 

$ 481,0 

Corporate  Net  income 

283  = 3 

288.0 

316.0 

334,0 

CAPITAL  Stock-Franchise 

180,0 

190,0 

139-0 

>47,0 

SELECTIVE  Business  Taxes  - Total 

7l,2 

74,0 

78.0 

84.0 

utilities  Gross  Receipts 

27»0 

29.5 

32,0 

35.0 

Insurance  premiums 

32,2 

32,0 

34,0 

36.0 

Bank  Shares 

12,0 

12,5 

12.0 

>3,0 

Sales  & Transfer  Taxes  - Total 

563,6 

453,0 

677.0 

696,0 

Sales  4 Use  Tax  - i 953  Act 

25=3 

26,0 

- 

Selective  Sales  4 Use  Tax  - 1955  act 

3i9o5 

205.0  ^ 

446.0 

460,0 

Hotel  occupancy  Tax 

3,0 

2,1 

6,0 

6,0 

Cigarette  Tax 

86,8 

87.7 

89.0 

90.0 

Malt  Beverage  Tax 

46,0 

45,0 

46.0 

47,0 

LWOR  Tax 

44,0 

46,5  2/ 

50.0 

53,0 

Realty  Transfer  Tax 

39o0 

40,7 

40,0 

40,0 

t^e^ERlTANCE  Tax 

_2L1 

88,0 

82.0 

86.0 

All  Other  Taxes 

11,7 

13.0 

14,0 

14,0 

Total  Taxes 

1,187,3 

1,106,0 

>,306,0 

io36>.0 

Nsn-Tax  Receipts 


LIQUOR  Store  Profits 

76,5 

76,5 

84.0 

90,0 

Institutional  REihBURSEMENTs 

33.4 

33.5 

37.0 

39.0 

LICENSES,  Fees,  Fines  4 penalties 

16,5 

18,0 

19.0 

20.0 

Miscellaneous  Non-Tax  Receipts 

10,0 

10,0 

10.0 

IloO 

Total  Non-Tax  Receipts 

.36,4 

138,0 

150.0 

160.0 

TOTAL  REVENUES  AT  1956  RATES 

$1,323.7 

$1,244.0 

$1,456.0  $ 

1,521.0 

y Assumes  stamp  plan  will  not  be  initiated. 

If  stamp  plan 

IS  ADOPTED  BEFORE  4/|/57  THE  ESTIMATED 

YIELD 

WOULD  BE  $240,0  MILLION, 


£/  Based  on  premsse  that  no  substantial  amount  of  this  tax  will  be  retained  in  state  Stores  Fund  on 
May  31,  s957o 
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TABLE  IV 


ESTIMATED  MflNDATORY  INCREASES  IN  APPROPRIATIONS 

»957°59  /<^D  1 959°^  I BIEWIA 

( In  Millions) 


1955-57 

Appropriations 

Increases 

1957-59 

Requirements 

Increases 

1959-61 

Requirements 

Public  School  Subsidies 
lo  Instructional  Reimbursement 

A.  Increases  = Regular  Increments 

Be  Increases  = Special  Increments 

$39608 

$ 72o9 

34.3 

$504.0 

$ 71.7 
21.3 

$597.0 

2o  Transportation  Reimbursement 

29o3 

4o8 

34,1 

6,0 

40.1 

3o  School  Construction  Rental 

30.6 

20,2 

50,8 

11.6 

62,4 

4.  OTHER  School  Subsidies 

82.9 

JLI 

100.4 

8,2 

108.6 

TOTAL  = PUBLIC  SCHOOL  SUBSIDIES 

689,3 

1 18.8 

608,1 

OTHER  Governmental  Subsidies 

5.  School  Health  Examinations 

9o2 

2.5 

11.7 

2.5 

14.2 

6.  Clean  Streams  Program 

3.2 

1.0 

4.2 

1.0 

5.2 

7.  COUNTY  Health  units 

1.8 

1 ,8 

3.6 

1.8 

5.4 

8.  OThCR  Governmental  Subsidies 

5.5 

- 

5.5 

TOTAL  = OTHER  GOVERNMENTAL  SUBSIDIES 

i5o7 

25.0 

_5a1 

JO^ 

9.  DEBT  SERVICE  AND  AUTHORITY  RENTALS 

100.9 

__L2 

1 06.6 

TOTAL  = ALL  M^N DATED  INCREASES 

$654c9 

$160.3 



$815.2 

$129.8 

$945.0 

1 

1 

!.  (a)  Includes  increases  due  to  increased  state  reimbursement  for  regular  salary  increments  of  $200  per 

TEACHING  UNIT  AND  ALSO  REFLECTS  ENROLLMENT. 

I.  (b)  Includes  increases  due  to  additional  state  reimbursement  for  supplemental  teachers'  Salary  increases 

ENACTED  IN  1956. 

2o  Reflects  increased  enrollment,  rates  and  costs. 

3.  Reflects  the  extension  of  the  ceiling  on  borrowing  and  increased  enrollment. 

4o  Includes  increases  due  to  enrollment,  rates,  costs,  consolidation,  salary  mandates,  etc.,  for  such  items 
AS  incentives  for  joint  and  union  school  districts,  closed  schools,  extension  education,  special 
EDUCATION,  etc. 

5.  Increase  due  to  enrollment  and  full  coverage. 

6c  Increase  due  to  anticipated  additional  sewage  disposal  plants. 

7.  Increases  due  to  additional  counties,  costs  and  population. 

8.  No  increases  contemplated. 

9.  INCLLOES  A DECREASE  IN  SINKING  RJND  REQUIREMENTS  OF  $2.2  MILLION  FOR  1957-59,  AND  $1.  MILLION  FOR 
1959-61,  AND  AN  INCREASE  IN  AUTHORITY  RENTALS  OF  $7o5  MILLION  IN  EACH  BIENNIUM  TO  REFLECT  THE 
INCREASED  BORROWING  AUTHORIZED  BY  THE  LEGISLATURE. 
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TABLE  V-A 


TAX  Li /8i  LI  TV  AT  VARiOUS  RATES  AND  BASES  - SALES  AND  INCOME  TAXES 

BY  INCOME  GROUPS 

(Northern  Cities  and  Suburbs) 


Income  Group 

Sales  Tax 

Paid  at  % 
Present  law 

Sales  Tax 
Paid  at  % 
Clothing 

Included 

Tax  Paid 

AT  % OF 
Taxable 

1 NCOME 

Tax  Paid 

AT  1 1 ,55®  OF 
Federal  Tax 

Liability 

Tax  Paid 

Based  on 

New  York 

Tax  Law 

Tax  Paid 

AT  lo5^  OF 
Adjusted 

Gross  income 

UNDER  $1,000 

$ 5o55 

$ 7o77 

$ - 

$ - 

$ - 

$ 9.93 

$1,000  ~ 2,000 

9=15 

13.71 

9,24 

7.08 

- 

24.  14 

2,000  - 3,000 

10„23 

24.33 

24.36 

18.68 

- 

40.53 

3,000  - 4,000 

2lo54 

33.30 

40.83 

31.33 

6,42 

55.70 

4,000  - 5,000 

31.86 

42.54 

69c99 

53.64 

29.99 

73.88 

5,000  - 6,000 

39o2i 

58.41 

96,21 

73.76 

57.41 

90,45 

6,000  - 7,500 

46„83 

70.62 

130.20 

100.63 

95.20 

109.34 

7,500  - 10,000 

52o23 

82.  H 

177.42 

140.42 

161.70 

139.56 

Over  $io,ooo 

94.7J 

145.05 

429.57 

394. 81 

686.53 

293.27 

RECAPITULATION  OF  PERCENT  OF  INCOME  SPENT  FOR  TAXABLE  ITEMS  UNDER  PRESENT  SALES  TAX,  SALES  TAX  WITH  CLOTHING, 
AND  PERCENT  OF  INCOME  WHICH  WOULD  BE  TAXABLE  UNDER  AN  INCOtC  TAX>  TOGETHER  WITH  ACTUAL  TAX  BILL  PAID  AT  3^ 
BY  VARIOUS  INCOItE  GROUPS  IN  LAR(2;  CITIES  IN  PENNSYLVANIA  AND  IN  NCRTHERN  CITIES  AND  SUBURBS 
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Sources  a study  of  Consumer  Expendstures,  Income  and  Savings,  U<,  So  Department  of  Labor  and  /Vharton  School,  Unbversitv  of  Pennsylvania,  1956. 


TABLE  VII 


RELATIONSHIP  BETWEEN  MONEY  iNCOME  BEFORE  TAXES  PLUS  OTHER  MONEY 
RECEIPTS  AND  TAXABLE  INCOME  BASED  ON  EXEMPTIONS  AND  DEDUCTIONS  ALLOVED 

FOR  FEDERAL  INCOME  TAX  PLRPOSES 


Income  Range  in  Terms 

OF  SPBMDA0LE  INCOME 

Average 

NUMBER  IN 

Family 

Income  Be- 
fore Taxes 

Plus  other 

Money 

Receipts 

Exemptions 

Deductions 

Taxable 

Income 

Ratio  of  Tax- 
able Income  to 

Money  Income 

Plus  other 

Money  Receipts 

(0 

(2) 

(3) 

(4) 

' (5) 

(6) 

AVERAGE  - 

THRK  PENNSYLVANIA 

C!T1  ES 

- PHiLADELPHSA. 

PIT7BBURS^  AND  SCRANTON 

Under  $1, 

000 

O06 

$ 629 

$ 360 

$ 63 

$ - 

- 

$1,000  = 

2,000 

2o0 

8,577 

1,200 

158 

219 

13.3 

2,000  = 

3,000 

2„8 

2,702 

1,680 

270 

752 

27.8 

3,000  - 

4,000 

3o3 

3,772 

1,380 

377 

1,415 

37.5 

4,000  - 

5,000 

3o7 

4,840 

2,220 

484 

2,136 

44<.l 

5,000  - 

6,000 

3.3 

6,383 

2,340 

638 

3,405 

53.3 

6,000  - 

7,500 

3.6 

7,351 

2, 160 

731 

4,420 

60,5 

7,500  - 

10,000 

4„2 

3,537 

2,520 

354 

6,063 

63.6 

Over  $io, 

000 

3.3 

15,328 

2,340 

2,315 

10,673 

63.6 

AVERA^  - 

NORTHERN  LARGE  CITIES, 

: 

SMftLL  CITIES  AND  SUBURBS 

1 

Under  $1, 

000 

8.5 

662 

900 

66 

$8,000  - 

2,000 

1.3 

),603 

1,140 

161 

308 

13.1 

2,000  = 

3,000 

2.7 

2,702 

1,620 

270 

812 

30.1 

3,000  - 

4,000 

3.3 

3,713 

1,380 

371 

1,362 

36o7 

4,000  - 

5,000 

3o5 

4,325 

2,100 

492 

2,333 

47.4 

5,000  - 

6,000 

3.7 

6,030 

2,220 

603 

3,207 

53.2 

6,000  = 

7,500 

3.7 

7,283 

2,220 

729 

4,340 

55.8 

7,500  - 

10,000 

4,8 

3,304 

2,460 

330 

5,314 

63.6  I 

Over  $10 

,000 

3.8 

•3,551 

1 

1 

2,280 

2,352 

14,313 

73.2  j 

1 

Sources  Columns  (0  and  (2)  - a study  of  Consumer  Expenditures,  Income  and  Savings,  Uo  s.  departvent  of  labor 
AND  iMharton  School,  University  of  Pennsylvania,  1956. 
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TABLE  VIII 


REUTiONSHIP  OF  NET  TAXABLE  INCOI€  TO  ADJUSTED  GROSS  INOO>£ 

(000  Omitted) 


Net  Taxable  Income 

Adjusted 

Percent  of  Adjusted 

Income  Group 

Gross  Income 

AMOUNT 

Gross  income 

UNDER  $1,000 

$ 3,933,824 

$ 82,496 

2.i5i 

$ 1,000  - 

2,000 

i3,689,o6i 

2,920,827 

21.3 

2,000  = 

3,000 

22,806,515 

7,450,301 

32.7 

3,000  - 

4,000 

32,649,022 

12,777,917 

39.1 

4,000  - 

5,000 

35,764,603 

15,789,956 

44. 1 

5,000  - 

10,000 

82,351,288 

46,132,274 

56,0 

10,000  •= 

15,000 

13,720,501 

9,694,689 

70.7 

t 

o 

o 

o 

ir\ 

20,000 

5,983,991 

4,570,647 

76.4 

20,000  - 

30,000 

6,355,747 

5,103,009 

80.3 

30,000  - 

50,000 

5,682,111 

4,739,957 

83,4 

50,000  - 

100,000 

3,994,599 

3,388,509 

84,8 

000,000  - 

200,000 

1,638,650 

1,374,567 

83.9 

200,000  - 

500,000 

753,081 

612, 185 

81.3 

500,000  - ij 

,000,000 

252,379 

206,189 

81,7 

1,000,000  and 

OVER 

275,263 

223,052 

81,0 

SOURCE;  Based  on  Stats stscs  of  Income  for  b553  - Preliminary  Report. 
Part  I,  Indbvidual  Income  Tax  Returns. 

U.  So  Treasury  Department  - Internal  Revenue  Service, 
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T^BLE  IX 


TAXABLE  STATUS  CF  SELECTED  COM^ODI  Tl  ES  AND  SERVICES 

FOR  PENNSYLVANIA.  OHIO,  CALIFORNIA  ANO  MICHIGAN 

(As  CF  April,  1956) 


OoMMoooTiEs  Sold  to  Industrial  Consumers 

Raw  miERlAlls  BECOMING  A PHYSICAL 
INGREDIENT  CR  COMPONENT  FART  CF  A 
PRODUCT  DESTINED  TO  BE  SOLD 
NON=RElURNAa_E  tCO^^■Al^ERS^  LABELS,  ETC# 

Machinery,  tools  and  equipment  used 
OIRECILY  on  man UFACTIR  It'S 
Fuel  used  in  manufacturing 

OFFICE  EQU0P^ENr  A^C)  SUPPLIES 
Food 

Consumed  off  premises  v\here  sold 
Consjmed  on  premises  vwere  sold 
School  lunches 


PENNSYLVANi  A OHIO 


Cal  I FORN I A Michigan 


XXX 

XXX 


X 

X 


X 

X 

T 


X 

X 

tV 


T 

T 

T 


X 

X 


T 2/ 


XXX 
T T T 

XXX 


T 

T 

X 


Other  Commodities 

Medicine  - Prescription 
Farm  products 
OCCASl CNAL  SALES 

Feed,  seed,  fertilizer 
Alcoholic  Beverages 
McrroR  Flel 
Cigarettes 
Clothing 


X 

X 

xi/ 

X 

X 

X 

X 

X 


T 

X 

xl/ 

X 

X V 
X 
X 
T 


T 

X 

X 

X 

T 

x2/ 

T 

T 


T^ 


T 

X 

X 


T 

T 


UTiLiiTY  Services 

Gas  and  Electricity  - domestic 
VtoTER 

ColuWUNlCATl  0?© 

Transportats  on 


X ^ X X 

XXX 
XXX 
XXX 


T 

X 

X 

X 


Other  Services 

Admissions 

Newspapers 

Repair  and  Snstallation 


XXX 

XXX 

XXX 


X 

X 

X 


'OTEg  X EXEMPT!  T = TAXABLE, 
y Except  were  used  directly  in  making  retail  sales. 

2/  Except  fcr  offices  rb-ated  to  processing, 
y Taxable  at  50  percent  cf  charge  for  prescription, 
y Motor  vehicles  and  trailers  taxable, 
y Except  sales  by  glass  at  retail, 

6/  Special  excise  deductible  from  gross  receipts, 

2J  Taxable  if  gasoline  tax  is  refunded. 

8/  Except  gas. 

Sources  Based  on  special  study  cf  Ohio  Department  of  Taxation,  and  Commerce  Clearing  House  State  Tax  Guide. 
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TABLE  X 


PERSONAL  !NC0I€  AND 

SALES  TAXES  BY  STATE 

States  Having  Both  A 

States  Having  Only 

States  Having  Neither 

State  Sales  and 

States  Having  Only 

A STATE  personal 

A STATE  Sales  or 

Personal  Income  Tax 

A State  Sales  Tax 

Income  Tax 

Personal  Income  Tax 

Alabama 

CONNECTICUr 

Delaware 

Nebraska 

ARIZONA 

Florida 

Idaho 

New  Jersey 

Arkansas 

Illinois 

Indiana  ^ 

Texas 

California 

Maine 

Kentucky 

Colorado 

Michigan 

Massachusetts 

Georgia 

Nevada 

Minnesota 

Iowa 

Ohio 

Montana 

Kansas 

Pennsylvania 

New  Hampshire 

Louisiana 

Rhode  Isuvc 

New  York 

M/AYLAND 

SOUTH  Dakota 

Oregon 

Mississippi 

TENNESSEE 

Vermont 

Missouri 

WASHINGT®! 

Virginia 

New  Mexico 

West  Virginia 

Wisconsin 

North  Carolina 

WYOMING 

NoRffH  Dakota 
Oklahoma 
SouTO  Carol SNA 
Utah 

SUMMARY  OF  PERSONAL  INCOME  AND  SALES  TAXES  BY  STATES 

3B  STATES  HAVE  A STATE  PERSONAL  BNCOME  TAX, 

4 STATES  PERMOT  A LOCAL  INCOME  TAX.  OF  THESE,  2 HAVE  BOTH  A STATE  AND  LOCAL  PERSONAL  INCOME  TAX, 
32  STATES  HAVE  A STATC  SALES  TAX, 

18  STATES  HAVE  BCTH  A STATE  PERSONAL  INCOME  TAX  AND  A SALES  TAX. 

3 STATES  HAVE  NE8TOER  A STATE  SALES  OR  PERSONAL  INCOME  TAX. 

DiSTRSBUTiON  OF  STATE  SALES  TAXES  BY  RATES 

Rati  Number  of  States 


25^  |6 

2 1/2  2 

3 13 

3 1/3  JL 

Total  ^ 


OBSTRtBUnOM  OF  STATE  SAl£S  m PERSONAL  INCOME  TAXES  ACCOROINQ  TO  YEAR  OF  ADOPTION 


Period  enacted 

Number  of  States 

Sales  Tax 

Personal  Income  Tax 

Before  1330 

15 

1330-39 

21 

16 

1 340=43 

6 

- 

1350  AND  AFTER 

Total  32 

IL 

^ INDB/WA'S  GROSS  RECEIPTS  TAX  IS  K€ASURED  BY  INCOME. 

SouRcig  Commerce  Clearing  House,  Inc,,  "State  Tax  Review” 
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TABLE  XI 


PERCENTAGE  OF  PERSONS  CLAIMING  ITEMIZED  DEDUCTIONS 

ON  TTCiR  INCOME  TAX  RETURNS 


Number  of  Returns 
Returns  with 

ITEMIZED  PERCENT  OF 

Income  Group  All  Returns  Deductions  All  Returns 


Taxable  and  Ncn^-Taxable 


No  ADJUSTED  Gross  Income 

Under  $600 

422,259 

3,991,605 

28, 617 

- 

.7 

$ 600  •= 

999 

3,210,720 

209,521 

6,5 

1,000  - 

1,499 

4,713,364 

438,146 

9.3 

1,500  - 

1,999 

4,470,706 

650,158 

14.5 

2,000  = 

2,499 

4,454,312 

782,959 

17.4 

2,500  - 

2,999 

4,621,675 

902,890 

19.5 

3,000  - 

3,499 

4,747,026 

1,070,114 

22.5 

3,500  - 

3,999 

4,595,332 

1,280,503 

27.9 

4,000  = 

4,499 

4,239,885 

1,328,143 

3io3 

4,500  - 

4,999 

3,742,780 

1,278,031 

34. 1 

5,000  - 

5,999 

5,392,331 

2,140,191 

39.7 

6.000  = 

7.000  - 

6.999  ) 

7.999  ) 

5,335,977 

2,092,698 

39.2 

8,000  - 

8,999 

1 , 1 57 s 1 03 

433,858 

37.5 

9,000  - 

9,999 

703,445 

253,998 

36.1 

10,000  - 

94,999 

1,158,339 

510,348 

44,1 

15,000  ■= 

99,999 

348,781 

208,823 

59.9 

20,000  - 

29,999 

264,028 

191,166 

72.4 

30,000  - 

49,999 

150,981 

128,473 

85.1 

50,000  - 

99,999 

60,264 

56,023 

93.0 

100,000  •= 

199,999 

82,463 

12,093 

97.0 

200,000  - 

499 0 999 

2,692 

2,649 

99.4 

500,000  - 

999,999 

372 

370 

99.5 

1,000,000  OR  MORE 

145 

143 

98.6 

Sources  Based  on  Statistics  of  Income  for  1953  - preliminary  Report, 
Part  i.  Individual  Incoihe  Tax  Returns, 

Uo  So  Treasury  Department  - Internal  Revenue  Service. 
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SouRCEi  CoLo  (o)  - U.  So  Bureau  of  the  Census;  CoLo  (2)  - Sales  Management;  Col.  (3)  Survey  of  Current  Bussness  Columns  (4),  (5)  and  (6)  - Census  of 
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SOURCES  OF  REVENUE  FOR  SUPPORT  OF  PUBLIC  SCHOOLS  IN  PENNSVLV/>N  I A 
SCHOOL  YEARS  1939-40  /WO  1946-47  TtiROUGH  1954-55 
(ooo  Omitted) 
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TAS^P  XiV 


STATC  AID  AND  PER  PiJPJL 

03STS  Q“  EDUCATION 

IN  THE  UNITED  STATES 

(1)343=44  AMID  i355'=54) 

STATE  Share  of 

Total 

School  RE'/esjues 

Increase  or 

Current 

Expense  Per  pupil 

IN  A.D.A. 

State 

11  e43“44  o 

decrease* 

11 943-44 

6953=54 

^ Increase 

CO^TBNE^^TAL 

UN8TE0  States 

33o<!^ 

84o2^ 

$ni5o6B 

$264.76 

129.0^ 

NEW  ENGLAND 

Maine 

07o3 

23o5 

64„7 

83oB7 

899.33 

139.7 

New  h'ASyPSHIlRE 

60^ 

60  0 

7c  5* 

B1)7o20 

256,38 

118.8 

VERMONT 

04c3 

*»/  0/ 

93c7 

i6fl„37 

245.38 

120.3 

Massacmusetts 

i!2o3 

06.3 

2So4 

859.63 

298.39 

186.9 

Rhode  Ssland 

3oO 

03o4 

4B„« 

|48o87 

268.05 

80.  a 

CONNECTBCUT 

OOo4 

03.7 

83„4 

950.77 

296. 80 

96.9 

MIDDLE  ATlANT{C 

New  York 

32o2 

35.9 

! 1.5 

!84„21 

361.99 

96.5 

New  Jersey 

C2„7 

06.7 

7.9* 

#82o  16 

333.31 

83.0 

PENNSYLVANIA 

26  J7 

4.0  0 2 

50  06 

930.75 

299.31 

128.9 

EAST  north  central 

Ohio 

33.8 

25.7 

24o0* 

120.02 

253.88 

in. 5 

INDDANA 

35o3 

'?-•»  T 

i 

7.4* 

1 10.63 

279.57 

«52o6 

JULCNOOS 

llllo4 

07.4 

52,6 

145.33 

318.81 

119.4 

MU'GHOGii^ 

40  „ 7 

5Go6 

24o3 

122.05 

282.82 

131.7 

WOSQONSBN 

25.3 

05.8 

38,3* 

126.22 

293.39 

032.4 

mST  NORTH  CENTRAL 

Minnesota 

32o0 

25.0 

032.51 

286.59 

0 16.3 

Iowa 

3oO 

|]2o3 

3iOoO 

106.09 

273.98 

135.9 

Mossoura 

33o? 

30.? 

808* 

BOO. 53 

232.79 

B30o4 

NORTK'  OAJ^DTA 

ii6o7 

27.7 

11^0^ 

B 18.37 

262.40 

920.7 

SOUTH  Dakota 

l)lio2 

I1006 

5.4* 

830.82 

274.9a 

8 10. 1 

Nebraska 

9oO 

fcoll 

30. 

fl 1 Bo  DO 

262.45 

036.  B 

Kansas 

7o5 

23„2 

209.3 

0 84.58 

263.79 

130.2 

SOUTO  ATLANTIC 

Delaware 

87o7 

S8o7 

«„  0 

039c23 

325.42 

148.0 

MARVwANO 

30o2 

30  c,® 

2oG 

B BO, 46 

268.47 

O43o0 

Do  struct  of  Columboa 

<= 

= 

6611.73 

0 

0 

0 

3608 

VORdONOA 

40„£ 

41)  0 5 

2o2 

75.30 

892.56 

055.7 

West  vorsonoa 

33  0^ 

feOo3 

9.i 

92.76 

086.09 

100.6 

North  Carolina 

6go2 

2o4» 

65.  116 

1760 ?7 

i7b.6 

South  carolona 

63o7 

63.4 

K» 

0 y 

58.22 

b76o34 

202,9 

Georsoa 

53  0 5 

fif.7 

d7o0 

55.23 

077.41 

221.2 

Fl^roda 

^o7 

50.2 

23.3 

82.76 

228.74 

876.4 

IflBLE  X8V  (CONTONUEO) 


STATt  ACO  PER  Ri^iL  COSTS  OF  EOJCATiON  IN  THE  UNITED  STATES 

AND  1953-54) 


State  Sw^e  of  Total  School  Revenues 


Increase  or 

Current  Expense  per  Pupil  in  a.d.a. 

STATE 

0^4;3='44 

8953=54 

Decrease* 

1943-44  1953-54  it  Increase 

i-AST  SOUTO  CENTRAL 


1 Kentucky 

45o5 

37o9 

fiSoT* 

% 72.92 

$I53.I7 

1 10,1^ 

1 Tennessee 

35«7 

560  9 

59.4 

62o2I 

166,36 

167.4 

1 Alabama 

^3»t 

7O0O 

80o9 

54c  10 

150.88 

178.9 

1 Mdssossoppo 

46o5 

46,7 

0 4 

42,25 

122.60 

190,2 

!OEST  SOUTH  CENTRAL 


Arkansas 

54o4 

4606 

14,3* 

52.36 

139.19 

165.8 

Louosoana 

64,6 

59.9 

7.3* 

90,43 

246.65 

172,8 

Oklahoma 

43.2 

45,8 

6,0 

88.71 

223.87 

152,4 

TEXAS 

47,1 

5O0O 

6,2 

88,15 

249.22 

182,7 

MOUNTAIN 

Montana 

22o2 

38,5 

41,9 

155.77 

327,99 

1 10,6 

IDAHO 

25c3 

23.0 

9. 1* 

102,12 

237.81 

132,9 

WY0M8NQ 

21.4 

34,5 

CM 

0 

VO 

150.17 

329.86 

119.7 

Colorado 

8,7 

18,7 

1 14,9 

125.45 

279.76 

123,0 

New  lexico 

83.3 

73.3 

0 2,0* 

113.52 

264,71 

133.2 

Arizona 

6s, 2 

30,2 

VO 

0 

0 

« 

119.68 

281.63 

135,3 

UTAM 

46,5 

40,3 

B 1.2* 

111.76 

208, 18 

86,3 

Nevada 

07o7 

35.2 

93,9 

149,30 

294,12 

97.0 

PACIFIC 

WAaHSNQTON 

63.0 

54o5 

03.5* 

146,56 

305,42 

108,4 

Oi^OON 

28,2 

30.6 

6.7 

130,66 

336.72 

157.7 

California 

40,3 

42,7 

6,0 

164,79 

314.51 

90,9 

PENwm.VANO  A Ranks 

39 

20 

n 

16 

1 1 

28 

SOURCE!  Uo  S,  Department  of  htALUHp  Education  aind  welfare,  Circular  No,  480,  July  1956  and  the  1942-44 
Bsewjal  Survey  of  Education, 


ADDITIONAL  LOCAL  PROPERTY  TAXES  REQUIRED  TO  REPLACE  STATE  SCHOOL  SUBSIDIES 
(SELECTED  SCHOOL  DISTRICTS  FOR  SCHOOL  YE/«  1953-56) 
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